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THE GORDON HOTELS LIMITED 
REPORT 

On 1st March, 1956, we were appointed by the Board of Trade to investigate 
the affairs of The Gordon Hotels Limited. The terms of our appointment 
were as follows : — 

“ to investigate the affairs of the above named Company with special 
reference to the sale of the Hotel Bristol, Beaulieu-Sur-Mer by the 
Company’s Subsidiary, Hotel Bristol (Beaulieu) Ltd. and to report 
thereon in such manner as the Board may direct ”. 

The Gordon Hotels Limited is hereinafter called the Company and Hotel 
Bristol (Beaulieu) Limited is hereinafter called the Subsidiary. 

Our appointment was made in exercise of the power vested in the Board 
of Trade by section 164 of the Companies Act, 1948, and in consequence of 
applications made to the Board of Trade on behalf of a Committee of Share- 
holders of the Company. 

In support of these applications the Committee of Shareholders placed 
before the Board of Trade a document dated 20th September, 1955, and headed 
“ Statement of Facts ” which was supported by a statutory declaration made 
by Mr. W. A. Holmes the Chairman of the Shareholders’ Committee. 

On 15th November, 1955, the Directors of the Company made to the Board 
of Trade observations in writing upon the Statement of Facts submitted by 
the Committee of Shareholders. 

From the “ Statement of Facts ” and the Directors’ observations there 
emerged four matters which in our opinion called for investigation by us: 

1. An allegation that a sum of Frs.lOm. in cash was paid by one Joseph 

Saglia in the course of negotiating for the acquisition by him (Saglia) 
of the Hotel Bristol but that that sum was not received by the Company 
or the Subsidiary. 

2. The offer by National Securities Corporation Ltd. to purchase the 

Debenture Stock of the Company at 104 per cent in or about May, 
1954. 

3. The Company’s transactions with regard to the Cascade Restaurant. 

4. The benefits received by Mr. L. P. Jackson at the Mayfair Hotel. 

We have confined our investigation to these four matters. 

1. The Allegation as to 10,000,000 Francs 

Although the “ Statement of Facts ” does not identify by name the alleged 
recipient of the Frs.lOm., it is in our opinion implicit in the language used that 
the payment is alleged to have been made to Mr. L. P. Jackson the Chairman 
of the Company who conducted the negotiations with M. Saglia which led to 
the contract whereby M. Saglia acquired the Hotel Bristol. So that there 
might be no doubt as to the allegation made by the Committee of Shareholders, 
we put the following questions to Mr. Basil Greenby the Solicitor for the 
Committee of Shareholders and received the following answers: 

Mr. Melford Stevenson: Before you start telling us what you want to tell 
us, or are willing to tell us, there is one thing I want to get quite clear. 
Am I right, first of all, in thinking that you are the author of the 
document which is called a Statement of Facts, which was appended 
to the original application to the Board of Trade for this Inquiry? 

A., lam indeed, yes. ■ 
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Q. I want to use plain language. By implication it accuses Jackson of 
receiving this sum, in round figures of Frs.lOm. from Saglia; but it 
does so only by implication; nowhere is there a plain accusation of 
his doing so. Of course, we are perfectly well aware that the evidence 
before you really consisted of what Saglia is alleged to have said at 
the interview in the presence of Hora and various other people. We 
have to do the best we can to deal with what is obviously a very 
serious allegation, but it is a little disturbing to find that the allegation, 
although, as I say, quite clear by implication, is not made in express 
terms. 



A. No. 

Q. Am I right in taking it that the answer to the question — Does the 
Committee accuse Jackson of having received that sum of money in 
round figures, Frs.lOm.? — is Yes? 

A. I think it is. I think that there is no doubt about it, we believe that 
he had Frs.lOm. on such evidence as we have seen. 



Q. That is all I wanted to get quite clear because, as I say, at the moment 
it is only implication; that removes it from the state of implication to 
the area of express accusation. 

A. Yes. Of course, we were obliged in our Statement of Facts to confine 
ourselves to stating such facts as we know, because I had been told 
that the Statement of Facts was going to be sent to the Company and 
therefore I had to be very careful that we made no allegations there 
which we did not feel we could substantiate. 

Q It seems to me that the point about this is that you are either making 
an accusation or you are not. You set out a very large number of 
facts (and if I may say so, they are very well stated) from which it is 
perfectly obvious that an inference can be drawn if they are sub- 
stantiated, but nowhere do you state in terms that the inference 
should be drawn. 

A Quite. Well, then, I would remove that right away and say that we 
do feel that on the facts as stated there is certainly an inference to be 
drawn. 



Mr. JL. P. Jackson became a Director of the Company in April, 1953, and 
secured the appointment as Directors of Mr. C. S. Asbury, Mr. Norman 
Bower and Mr. C. P. Callow. 

The Hotel Bristol, Beaulieu, had made a loss for some years and proposals 
for the sale of the Hotel were, in fact, under consideration before Mr. Jackson 



became associated with the Company. 

The Hotel Bristol was included in the Balance Sheet of the Subsidiary at 
31st December, 1953, as having a value of £210,221. We have been unable on 
the information available to us to form a precise view as to its realisable value 
It appears to have been purchased for £105,151 in the year 1924, and there is 
no evidence before us that the figure of Frs,115m. received for the Hotel and 
its contents under the contracts with M. Saglia to which we refer below tails 
significantly short of the market value of the property. 

It is apparent from what we have stated above that this allegation involved 
an accusation against Mr. Jackson of having received a bribe from M. Saglia in 
connection with the acquisition by M. Saglia of the Hotel Bristol at Beaulieu. 

In view of the gravity of this allegation we have thought it right, although 
we are not bound by any rules as to the legal admissability of evidence, to 
exclude from our consideration ail material which would not have been 
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acceptable in a Court of Law and we have been much hampered in our 
investigations by the fact that the only witness or witnesses other than Mr. 
Jackson who might be able to give any evidence relevant to this matter were 
at all times abroad and beyond the reach of any legal process available to us. 

After a period of negotiation the length of which we have not been able to 
determine to our satisfaction a contract was made on 12th November, 1953, 
between Mr. Jackson on behalf of the Subsidiary and M. Saglia — a speculator 
in real estate operating on a large scale in the South of France, whereby Saglia 
became the attorney of the Subsidiary ro sell the Hotel Bristol and its contents 
on behalf of the Subsidiary. M. Saglia guaranteed that the Subsidiary should 
receive as the net proceeds of the sale a sum of Frs.ll5m. and undertook a 
personal obligation to pay this sum to the Subsidiary by monthly instalments 
of varying amounts between December, 1953, and November, 1954. 

The contract provided that any surplus over the sum of Frs.ll5m. realised 
by the sale should belong to M. Saglia and contained a “ default clause ” 
providing for the event of any of the instalments not being paid on the due 
date. 

M. Saglia’s object in acquiring the Hotel Bristol was to convert it into 
residential flats. There was at the time a ready market for such flats along 
the Riviera among French people who had lived in the French possessions in 
North Africa. The political troubles in those territories had caused many 
residents to move their capital and dwellings from North Africa and seek 
accommodation in the South of France. 

It was to take advantage of the demand thus arising that M. Saglia entered 
into the contract of 12th November, 1953. The reason why the contract took 
the form of a power of attorney conferring on M. Saglia authority to sell the 
Hotel Bristol on behalf of the Subsidiary instead of a direct transfer of property 
from the Subsidiary to M. Saglia was that it was hoped thereby to secure 
certain fiscal advantages in relation to the French tax on capital profits. It 
appears that some trouble was taken to conceal the true nature of the trans- 
actions from the French fiscal authorities which resulted in legal proceedings 
at the instance of these authorities against M. Saglia. 

We have examined this aspect of the matter and the reasons which induced 
the parties to disguise the transaction into which they entered but we are 
satisfied that although they may have indulged in a manoeuvre designed to 
avoid taxation, the peculiar form of the contract and the fact that M. Saglia 
became the attorney of the Subsidiary has no bearing on the allegation we 
have to investigate. 

The accusation against Mr. Jackson appears to originate from an interview 
which took place at Monte Carlo on Friday, 23rd April, 1954, between Mr. Hora 
the deputy Chairman of the Company, Mr. Arnold a director, Mr. Scheck the 
manager of the Hotel Metropole, Monte Carlo, who acted as interpreter, 
M. Saglia and an unidentified associate of M. Saglia. 

According to a written report of this interview (presented by Mr. Hora to 
the Board of the Company at a meeting on 6th May, 1954), M. Saglia made 
the following statements in the course of the interview on 23rd April, 1954: — 
That in the course of negotiations leading to the contract it had been 
represented to him from the Subsidiary’s side that the Subsidiary would 
be put to certain expense such as compensation to hotel staff, management, 
etc. He (Saglia) agreed to provide a sum of Frs.lOm. to cover these. 
He was asked that this should not be mentioned in the contract although 
this would have made a total of Frs.l25m. instead of Frs.ll5m. He said 
that he was willing to do this and that in addition to payments forming 
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part of the sum named in the contract which had been made by cheque 
he had paid over a sum of Frs.lOm. m cash. He also referred to the 
payment of an agreed commission of Frs.lm. to John Taylor & Son 
Estate Agents, who had acted as his agents in negotiating the contract. 
On becoming aware that Messrs. Hora and Arnold were ignorant of the 
payment of Frs.lOm. in cash, M. Saglia observed that perhaps he had 
said more than he should have done. He added that the Frs.lOm. were 
paid to an Englishman and that there were other persons present at the 
time it was paid. 

The firm of John Taylor & Son referred to above appears to have accepted 
commissions both from M. Saglia and from the Subsidiary. 

On the 15th May, 1954, nine days after Mr. Hora had presented to the Board 
his written report of the interview with M. Saglia on 23rd April, 1954 M. Saglia 
addressed to the Subsidiary a letter of which the following is a translation . 

15th May, 1954. 

To the President of the Board 

of the Company Hotel Bristol Beaulieu Ltd. 

Our agreement of the 12th November, 1953, concerning the Hotel 
Bristol Beaulieu obliges me to pay to the Hotel Bristol Beaulieu Ltd. the 
sum of Frs. 11 5m. 

To-date I have paid to the Hotel Bristol Beaulieu Ltd. Frs. 45m. (of 
which Frs.25m. come from the sale of the furniture and the working stock) 
I have not paid anything else and I shall not pay anything moie than the 
Frs. 115m. but you can be assured that the total of the Frs. 115m. will be 
paid in time. 

Any contradictory statement, from whoever it may be, would be 
contrary to the truth. 

Yours faithfully, 

J. Saglia. 

This letter was, as Mr. Jackson has admitted to us written by M. Saglia 
as a result of a visit to France made by Mr. Jackson shortly after Mr. Hora 
had presented his report to the Board. 

It was in consequence of Mr. Horn’s report to the Board of the Company 
that Messrs. Price Waterhouse & Co. the Company s Auditors were instructed 
to investigate the allegation as to the payment of Frs.lOm. made by M. Saglia. 
Tn their report dated 17th November, 1954, which was annexed to the 
Company’s Accounts for the year ended 31st December, 1953, Messrs. Price 
Waterhouse & Co. after referring to the contract for the disposal of the Hotel 
Bristol Beaulieu-sur-mer stated: , 

“ i n connection with this contract we have been unable to obtain an 
account of the transactions of the attorney on behalf of the Subsidiary 
and in particular we have not been enabled to ascertain the consideration 
for and the recipient or recipients of Frs.lOm. which according to a 
report made to the Board of Gordon Hotels Ltd. by a former director 
of that Company the attorney had stated was disbursed by the attorney 
on behalf of the Subsidiary ”. 

In the circumstances set out above it was manifestly essential to the success 
of our enquiry that M. Saglia should be able and willing to give evidence. 
We were ?ed to expect at the time of our appointment that M. Saglia was 
prepared to assist and with the help of M. Martinez a member of the Share- 
holders’ Committee and a friend of M. Saglia an appointment was made to 
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interview M. Saglia for the 4th July, 1956, at M. Saglia’s Office in Nice. We 
travelled to Nice for this purpose because M. Saglia was said to be too infirm 
to travel and because we were assured that M. Saglia was willing to give us 
a full, detailed and corroborated account of the transactions which led to his 
acquisition of the Hotel Bristol. 

On attending at M. Saglia’s Office in Nice on 4th July for the purpose of 
keeping the appointment we were informed by a secretary that M. Saglia was 
too ill to see us and later by a gentleman purporting to be an accountant 
employed by M. Saglia that M. Saglia had changed his mind, was unwilling 
to see us or make any statement and had been advised to say nothing. This 
gentleman added that M. Saglia’s servants and agents had also been instructed 
not to afford us any information. 

The expression of this attitude on behalf of M. Saglia made further investi- 
gations on this part of our enquiry impracticable in France where, as we have 
already observed, no form of legal process was available to us. 

On 25th October, 1956, we secured the attendance before us of Mr. L. P. 
Jackson and questioned him on oath as to the history and details of his 
negotiations with M. Saglia. Mr. Jackson in answer to us swore that the 
allegation that he had received the sum of Frs.lOm. from M. Saglia in con- 
nection with the transfer of the Hotel Bristol was untrue. He stated that it 
was “ too fantastic for words 

In the circumstances we have been unable to satisfy ourselves as to the truth 
of the allegation against Mr. Jackson above set out and are unable to express 
any conclusion about this part of our investigation. 

2. The offer by the National Securities Corporation Ltd. to purchase the 

Debenture Stock of the Company at 104 per cent. 

An offer to purchase the Company’s 7 per cent. Debenture Stock at 104 per 
cent, was made by the National Securities Corporation Ltd, in the month of 
May, 1954, at approximately the same time as the redemption of this stock 
was discussed at a Board meeting of the Company. 

We have not found any evidence that this offer was the result of any leakage 
from or improper disclosure by any officers of the Company. There is some 
ground for thinking that the desirability of redeeming this stock was known or 
apparent to a number of persons and we are unable to draw any sinister 
inference from the timing of the above mentioned offer. 

Further, so far as we can ascertain, the offer was not accepted by any 
stockholder. 

3. Cascade Restaurant 

The lease of this restaurant, formerly known as “ The Bagatelle Restaurant ”, 
is owned by Restaurant Investments Ltd., a private company formed with an 
Issued Capital of £4 and under the control of Mr. L. P. Jackson. The Issued 
Capital was raised to £10,000 in 1956, with control still vested in Mr. L. P. 
Jackson. 

On 30th December, 1955, the Company entered into two agreements with 
Restaurant Investments Ltd., for the management of the Cascade Restaurant. 
The main provisions of these agreements are:— 

(а) The Company are to manage the Cascade and provide managerial and 

executive staff free of charge. 

(б) The agreements are to operate for a period of six years uniess Mr. 

E. R. Cottett ceases to be General Manager of the Company or the 
auditors certify that there are no profits, in either of which events 
Restaurant Investments Ltd. may terminate the agreements by giving 
one month’s notice. 
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(c) The Company shall prepare a monthly statement of all amounts paid 

out and received in respect of the Cascade and remit 75 per cent, of 
any surplus to Restaurant Investments Ltd. If there should be a 
deficiency in any month, Restaurant Investments Ltd. shall pay the 
full amount of such deficiency to the Company within 7 days. 

(d) An annual account shall be prepared after 31st December in each year 
by the auditors who shall certify the nett trading profit for the year. 
25 per cent, of any such profit shall be due to the Company less any 
amounts previously retained by them in the monthly settlements. 
All losses shall be borne by Restaurant Investments Ltd. 

( e ) Restaurant Investments Ltd. shall reimburse the company fox all 

expenditure on redecorations and improvements. 

(/) The Company shall purchase for £7,000 certain trade fixtures and 
utensils from Restaurant Investments Ltd. 



We have examined the books of account kept by the Company as managers 
of the Cascade and find that in each month since December, 1955, payments 
have exceeded receipts. The Company has not received the amount due to it 
each month by Restaurant Investments Ltd., in respect of these deficiencies, 
neither has it been reimbursed for expenditure on redecorations and improve- 
ments. The following statement shows the position as at 31st December, 
1956: — 



£ 

1 . Position from date of opening to 3 1 st December, 1955 
(approximately 1 month) as shown by the audited 



accounts of the Company: — 

Expenditure on Redecorations and Improve- 
ments 30,432 

Excess of Expenditure over Income 4,267 

Opening Expenses 303 



2. Excess of monthly payments over receipts as recorded 
in the books of the Company : — 

1956 

January 5,006 

February 3,027 

March 1,778 

April 3,243 

May 2,201 

June 3,019 

July 1,744 

August 299 

September 2,012 

October 2,75 1 

November 1,995 

December 2,363 



3. Expenditure on Redecorations and Improvements 
from 1st January, 1956 to 31st December, 1956 as 

recorded in the Books of the Company 3,394 

Less: Amount over provided at 31st December, 1955 623 



£ 



35,002 



29,438 



2,771 



Total amount due to the Company (excluding outstanding 

Debtors and Creditors) at 31st December, 1956 £67,211 
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It is evident that the Company is at present carrying substantially the financial 
burden of the “ Cascade ” venture although this intention does not appear 
from its agreements with Restaurant Investments Ltd. Further, it seems to 
us that whilst Restaurant Investments Ltd. can end the agreements by giving 
one month’s notice, no such right is given to the Company. 

Two of the directors of the Company, Mr. Bower and Mr. Callow, came to 
see us at their own request. At this interview we learned that Mr. Bower 
and Mr. Callow jointly had sent a letter on the 16th May, 1956, to the Secretary 
of the Company, with a copy to each director, in which they expressed strong 
disapproval of a proposal that had been passed at a Board Meeting held on 
27th April, 1956, that the Company should purchase the Cascade Restaurant. 
In their letter they demanded that the Chairman should abandon this proposal 
and called for an immediate answer to this effect. In the result the Company 
put the proposal forward at an Extraordinary General Meeting of share- 
holders on 19th October, 1956, at which it was withdrawn by the Chairman. 

Both Mr. Callow and Mr. Bower said that they did not consider it prudent 
for the Company to advance large sums of money to Restaurant Investments 
Ltd. which has a capital of only £4 and that in May, 1956, they warned all 
the directors that it was their view that the directors might be held personally 
liable for misfeasance if they permitted the sums due from Restaurant 
Investments Ltd., to increase. At the same time, to secure the amounts then 
due by Restaurant Investments Ltd., it was arranged that the capital of that 
Company be increased to £10,000. Further, an agreement between the 
Company, Restaurant Investments Ltd. and Mr. Jackson was signed whereby 
Mr. Jackson, having transferred assets valued at £65,000 to Restaurant 
Investments Ltd. undertook not to enforce repayment of that amount in 
priority to the Company. 

We regard it as unfortunate that after the early experience of the relationship 
between the Company and the Cascade Restaurant had proved to be unsatis- 
factory, no effective or timeous steps were taken to secure the performance by 
Restaurant Investments Ltd. of their obligations under the agreements. 

4. Benefits received by Mr. Jackson at the Mayfair Hotel 

We have examined the General Administration Expenses Account in the 
books of the Company for the three years to 31st December, 1955, and this 
shows that the following expenses were charged in the company’s Profit and 
Loss Account in respect of Mr. Jackson: 

1953 £1,029 

1954 £1,489 

1955 £1,645 

These expenses include the following sums voted to him by the Board of 
Directors to cover incidental out-of-pocket expenses: 

1954 £200 

1955 £400 

Til addition he received the following sums from the subsidiary for expenses 
in connection with the sale of the Hotel Bristol , Beaulieu : 

22nd July, 1955 Frs. 2,000,000 

15th March, 1956 Frs. 1,500,000 

Since his appointment as a Director, Mr. Jackson has had at his disposal 
a suite at the Mayfair Hotel which, so he informed us, he uses primarily as 
an office. No charge is rendered to Mr. Jackson for this accommodation. 
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At the end of each year an adjustment to cover the personal, benefit element 
is made and the amounts charged to Mr. Jackson under this head were as 



follows : 

1953 

1954 

1955 



NIL 

£250 

£450 



These amounts have been deducted before arriving at the expense 
shown above. 



totals 



We questioned Mr. Jackson about the benefits lie receives from the Company 
and he pointed out to us that he does not receive any salary for running the 
Company. He does receive Directors Fees at the rate of £1,000 per annum 
in his capacity as Chairman and Director of the Company. 



SUMMARY 

For the reasons which we have stated it has not been possible to form a 
conclusion upon the first allegation. As to the other matters considered by 
us we have set out the facts as ascertained and any further comment by us 
could only be in the nature of criticism or otherwise of the general manage- 
ment We do not consider such comment either to be within our terms of 
reference or to be contemplated or required by, the relevant sections of the 
Companies Act, 1948, dealing with the appointment of Inspectors by the 
Board of Trade. 

Signed: Melford Stevenson. 

Donald V. House. 

Dated \9th February , 1957. 
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